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SCHACHT DEMANDS EXTENSION OF MORATORIUM 





N a speech before the International Congress 

of Agrarian Economists on August 30, Dr. 
Schacht, President of the Reichsbank and Acting 
Reich Minister of Economics, renewed his peri- 
odie attacks on Germany’s foreign creditors and 
foreshadowed the indefinite extension of the six- 
months transfer moratorium announced last 
June 14. Germany’s alleged inability to transfer 
debt payments he attributed entirely to the un- 
willingness of creditor countries to reach a “‘bear- 
able timely adjustment” involving acceptance of 
a larger volume of German goods and reduction 
in their debt claims. For this reason, no course 
remains “but to grant Germany a complete mora- 
torium for a period of years for her economic re- 
covery.” Even then the debt burden would need 
to be adjusted to Germany’s capacity to pay. 

If the Reich’s creditors are to acquiesce in a 
further postponement of their claims, they will 
need to be convinced not only that such delay is 
necessary but that Germany is genuinely willing 
to pay its debts. Although Dr. Schacht reiterated 
that Germany “was always ready to do what lay 
in her power” to pay, he has not succeeded in 
convincing the creditors of his good faith. His 
frequent allegations that Germany’s present in- 
debtedness was contracted in connection with the 
payment of “tribute” or reparation has aroused 
suspicion that the debts might ultimately be re- 
pudiated as “politically tainted.” It is feared, too, 
that Dr. Schacht’s policy only carries out the 
planks in the Nazi platform which promise a “war 
against international finance and loan capital,” 
and measures to emancipate Germans from 
“interest slavery.” While the creditors are will- 
ing to admit that their post-war investments in 
Germany facilitated the transfer of reparation 
payments, they point out that the greater part of 
the money poured into Germany increased that 
country’s productive capacity. As long as Dr. 
Schacht continues to affirm the political nature of 


Germany’s debts, his exposition of the obstacles 
to immediate payment is not likely to meet with 
sympathetic consideration. 


Germany is actually experiencing great diffi- 
culty in obtaining sufficient foreign exchange to 
meet service on the debt. The gold and foreign 
exchange reserve of the Reichsbank had shrunk 
to 2.1 per cent by the end of August. Even if the 
existence of hidden foreign exchange reserves be 
admitted, Germany will be unable in the long run 
to pay on its debt unless it receives a current ex- 
change surplus from its commercial trans- 
actions with foreign countries. German ex- 
ports, however, have decreased greatly in value 
during the last few years, while imports have re- 
cently risen slightly. The record export surplus 
of 3 billion marks in 1931 has gradually declined 
until in the first seven months of 1934 an import 
surplus of 45 million marks developed. The de- 
preciation of the pound and the dollar—factors 
beyond German control—are chiefly responsible 
for this decline. The internal economic boom re- 
sulting from Nazi work creation measures seems 
to have impaired the competitive position of Ger- 
man exporters still further by producing a rise in 
prices. The boycott and other restrictions against 
German products were probably contributory fac- 
tors, although they do not appear to have been 
very influential. The Germans, however, have 
greatly aggravated their exchange difficulties by 
buying German bonds on foreign markets at de- 
preciated prices. The long-term foreign debt de- 
creased from 10.7 billion marks in July 1931, to 
7.4 in September 1933. The Reich government has 
admitted authorizing large purchases of German 
bonds, but justifies this procedure on the ground 
that the profit accruing from these transactions 
has been utilized to finance additional exports and 
so produce the foreign exchange with which to 
meet service on the debt. 











Whatever the justification for a continued mor- 
atorium, Dr. Schacht’s statement is not likely to 
aid the Germans in obtaining the much-needed 
raw material credits for which they are reported 
to be negotiating in London and New York. It 
has likewise created an unfavorable impression 
at Washington. The American government has 
already protested against the discrimination to 
which American bondholders have been subjected 
in the application of the moratorium now in effect. 
Through special arrangements, Germany—in 
some cases in exchange for trade concessions— 
has assured service on the Dawes and Young loans 
to Dutch, British, French, Swedish and Swiss 
creditors. Despite protests of the State Depart- 
ment, the Reich has continued this discriminatory 
treatment, although it intimated in a note, re- 
ceived on August 30, that concessions might be 
made as the result of a trade treaty giving Ger- 
man exports additional markets in the United 


States. JOHN C. DE WILDE. 


The Forthcoming League Assembly 


The admission of the Soviet Union to the 
League of Nations will almost certainly be the 
most significant event of the Fifteenth Ordinary 
Session of the Assembly, which opens at Geneva 
on September 10. As a result of diplomatic pres- 
sure exerted by Great Britain, France and Italy, 
the U.S.S.R. is expected to receive a permanent 
seat on the Council, despite the original opposi- 
tion of Poland and several small nations. The 
accession of the Soviet Union will make it pos- 
sible to discuss the proposed Eastern Locarno 
Pact stabilizing frontiers in northeastern Europe. 
Through this pact France and the U.S.S.R., with 
the support of the British and Italian govern- 
ments, are attempting to utilize the peace machin- 
ery of the League to restrain the imperialist urge 
of the Nazi régime. The Polish government, which 
like Germany is hostile to the scheme, may be 
persuaded to sign the pact if the treaty accords 
Poland full equality with France and the Soviet 
Union, and excludes the possibility of Soviet 
troops crossing the Polish border in execution of 
treaty obligations. The Poles have also requested 
that the Assembly act on a proposed general 
minority convention, which would end the special 
status of those nations subjected to legal restric- 
tions by the existing minority treaties; this step 
would prevent the unpleasant situation which 
might arise should the U.S.S.R. espouse the cause 
eof Polish minority groups. 
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Once admitted, it is reported that the Soviet 
Union may ask the League to examine the tense 
political situation in the Far East. In any event, 
foreign observers have expressed the hope that 
the incorporation of the U.S.S.R. in the League 
system of collective action and territorial guaran- 
tees will so increase the political and moral pres- 
sure on Germany and Japan that these nations 
may be impelled to return to Geneva. 


Two other important matters will be consid- 
ered at the forthcoming League sessions. The 
Council will examine the critical situation in the 
Saar Basin, where the League’s Governing Com- 
mission is combating Nazi activities in an attempt 
to preserve order and thus assure a free plebiscite 
next January. The Assembly will be called upon 
to discuss the old question of the Chaco war, sub- 
mitted to it by Bolivia under Article XV of the 
Covenant.* Effective action in all these matters 
would go far toward reviving the waning prestige 


of the League. Davip H. Popper. 


*’“The Chaco Stalemate,”’ Forcign Policy Bulletin, June 29, 1934 
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